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The Office of Edjcation guaranteed 4 million 
student loans amounting to S4.5 billion 
throu^ September 1376 and has p; id out 
about S287 rrtillion to lending institutions 
because of student defaults. 

through that dale the Office collected only- 
$25 million; most of the defalked, loans still 
require collection, Qollectors cannot handle 
tt>etr workload", and the trend toward ever 
larger, less mana{)edbte workloads, 

Char>9e$ in polk^y and emphasis wiK imp*'6ve 
colleGt.ons-through both voluntary pa\mients 
and leg?l actions- ^nd wilj provide for systenn* 
aticafly removing cases thai cannot be col* 
lected. f 
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The Honorable • 
The Secretary of Health, 
. Education, and Welfare 

,Dear Nr. Secretary: 



V 



This report discusses the problem of managing tolleqtion 
efforts^on defaulted st^udent loans under the guaranteed' stu- 
deht loan program authotized by the Higher Education Act of 
1965 anfJ administered by the Office of Education.. 

We TOde this'review tp assist the Office of -Bducation inp 
developing 'collection guidelines and procedures co more 
effectively cope with the rapidly increasing backlog of de- 
faulted studen'c loans'. 

The report recognizes that efforts are being made to imHI 
prove the collection program^^Sy providing better guidance to 
collection personnelV contracting for? collection assistanc^r 
and developing a capability for ref erring Cases directly to 
the Department of Justice for Idgal action.' ^ 

This^t^port contains recommendations to you ort pa^es 22 
and 23. As you know, section 236 of the Legislative Reorgani- 
zation Act of 1970 requires the head of a Federal agency bo^ 
submit a written statement on actions taken on our recommenda- 
tions to the House Committee oh Government Operationii and the 
Senate Committee on Governmental Affairs not later than 60 
days/afj:er the date of the report and to the House and Senate 
Committees on Appropriations with the Agency's first reqdest, 
for appropriations made more th^n 60. d^ys after the datfe of ^ 
tlie report'. * . , ^ 

We are sending copies of this r^po^t to the Senate Com- ' 
mitt^ee's on Governmental Affairs; Human Resources; Appropria- 
tions, Subcpmmitt^e on Labor, Qealth, Education, and Welfare; 
and tHe House Committee"^ on Government OpeMtions; Education 
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and La^orr and ^propriaticns. Copies are bleing sent 'to t^he^ 
Director Off ice of KanagW.ent an<^ Budget; and your Assist- / 
ant Secretaries for Education anal Management and Budget, and 
foimni|5sioner of Education, 

' ^ ' • Sincerely yours, 




/ /Director 



gbnbral acocunting office - 
retort to' the secretary of . 
hea"Lth, education, and 
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COLLSCTIQN EFFORTS NOT 
KEEPING PACE WITH' GROWING 
NUMBER OF' DEFAULTED STUDENT* ^ 
LOANS 

Qffice of ^Education 
Departnent of Health » Educa^ 
tior, and Welfare 



The Office of Education has a system for 
collecting loans that is^ similar ^-to a 
cl-ogged pipeline. Many defaulted loans 
enter but relatively §ew leave the system. 
Altljough soflie positive actions are be}.ng . 
taken, the problem hasv^reached serious pro- 
portions. . . \ 
" ' . " * 
Thd Of f ice^guaranteen 4l railMon stGdent loans 
amounting to $4.5 billion through -September 
1976. It had to pay about ^$287 millioh to 
lending ins^titutions during the sam^ time be- 
cause about offe of evexy six loans had been 
defaulte'd after the student completed or withT 
farev from school. 

ter paying the lenders, th^ Office has to 
^llect the defaulted loans. Through Septem- 
1976r only $25 ailliop^tiad been colloc-ted^- 
through monthly payments. - . * * 

Regulations recjuire an aggressive collection 
program and administer at ive action, when appro- 
priate # to end collection. or» r^fer the de- 
faulted loanf to GAO. or the Department of 
Just).ce for further Action. GAO recommends 
ways the Officje of Education can^jimprove its \* 
collection p^ocesscto the point where the ' \ 
reg^lations cdJi be effectively carried .oat. 

COLLECTION PROGRAMV^OT KEgPING . P ACE - , v 
WITH CROWTri IN DEFAULTfel5 'lCAN? 

• * » ' ' ' 

Th^ number ot defaulted •O.oans Ijeld by the 
Office of Edication hasi been increasing. 
^Prom 1968 to September 19t6/ about 280^000 
ifauiltedf Ipans accumulated, 76,456 of them^ 

fiscal year 1976., Another 147^,0^0 are 
^pected in^'fisiigal year 1977. iDurimg 1976 
fl3,525 d(^o)^s fully repaid or started 
fot ^Sfmit defaulted loans. 
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Money paid to lenders also increased , as the 

tabrle shov#6,^ ^ . _ * * 

/ ' * ' ' ' 

^ ' ^ FY 1976 FY 197-/ 

FY 1:^75 (15 .mo, ) ( expected ) 

r 

I — ^ (mill ions ) 

^ I 

Mpney paid , • 

to lenders $71.7 -,$105,5 $148.8 

* . * • - 

Most of the loans requiring further collec- 
tion have been kept in i;egional officqs. T^e- 
gional collectors hav^^e tco many cas^s and 
larger backlogs,, than- they can 'tarjjte care -of, 
so many loans receive little or no attention^. 

The problem is serious. Haay defaultied, *loans 
are so old, theyfwill soon be barred from en- 
forced collection through the courts.' Losses 
couid be high^ since' amourtts paid to lenders 
already exceecr amounts collected on defaulted* 
loans by about $400 million, and the trend is 
toward -€ver* larger iavcr«tcrics of defaulted 
loans. ' . * ' . 

WHAT TO DO 

\ r ^ , - • » c 

Rather than allow deffi^ult'^d loans on "which . 
collecjbion efforts ii^ve not been successful 
to accumulate in «^^gional offices', che 6ffice 
of Education should follow systematic pr6c^-> ^ 
dures that ..will lead to their disposition.* 

Relati\^ly firm criteria and standards exist 
to help determine when legal action or termi- 
nation of ccJ lection is appropriate^^ but man- 
agemc^,c needs to make ^ure that defaulted] ^ 
leans ^re processed systematically s? such * 
determination can be made. • ^ 

IMPRQVEKEHTg BEING HADE 

OR STILL NSED EO . ' , 

' ■' ■ I ' * 

The Offjjge of Educatior|*p.s trying to improve 
its coll^cMon prggr^ara. It planS Co contract 
^or collection a5srata«ce, whic'i woOld in- 
crease total 'collectors. , But," contracting ^ 
will place an additional burden 'on the collec- 
tion staff because of the 'heed to 
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— resolve issues raised by debtor's who disput;e 
their debts or 'offer to settle for less than 
tiie amount owed. ' . • 

— sure tb? contractoi: is neither overzealou 
nor derelict in collection and dooumentation 
of loans, and 

— follow up ^nd complete the processing of' 
-l^ans'^that the contractor fails to collect. 

.The Office qf Education has been working with 
GAO and th? Department of Justice co refer de- 
faulted loans need in'j .ligal' action from the 
regional offices directly to U.S. attorneys. 
Srae regions now use these simplified referral 
procedures, but others hav4 not yet developed 
ttie capability to do this. Mor** people in 
default wilJsbe prompted to repiy voluntarily- 
when they know the Governrtient is enforcing 
collection. 

% k 

The Office of Education has be«n ievelop^ng a 
new. ccsp ^--^i-^^ in?<^rcatior. systen*^ see^in^ 
authority f:;jr more collection personnel, and 
devojLoping be ter ouiJelines for its cpllec-^ 
tiop personnel • j 

These guidelines should be further scrength* 
ened. Collectors should be required^ to so- 
licit financial statements from debtors who^ 
refuse -o pay or say .they cannot pay. ^ (In- 
foiaatipnr on aiility to pay. can be usefal in 
evaluating, collection alternatives.) By re- 
quiring that offers to rrompromise must be 
initiated by the^debtor , .the ^uideline^ re- 
strict/the occasions when coir»promi«?^ "Span he 
considered. Also, col «ction personnel were 
unaware^tof procedure^ t'hct should be followed 
to arrange collection thifoiigh payroll deduc 
tions or offset when c^btors are identified 
as current pr former .Pedet^l employees. 
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The. Secretary of HealwO, Education, and Wel- 
fare should direct the Commissionec of Edu- 
cation to effectively process defaulted stu- 
dent loans to the .point oj collec'/ion, .re- 
ferral for l^al action, or termination. 
This should include 
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— rcquici-ng the contractor to docdinent 
unsuccessful collection efforts, ^ 

--instructing collectars %o request debtox- 
4)reparecl financial staterafents,. , * 

— revising guidelines oa coapromiser * 

-rdeveloptng guidelines on collecting ^from 
current or former Federal employees, 

—requiring every regional collection staff 
to develop the (Capability ifor referring de- 
faulted foans difectl^to U.S. attorneys, 

ind ^ s ^ 

* — establishing a system 'for 'monitor ing re.- 
gional of ficer collection activity. 

AGENCY COWilENTS , * • ' ' 

The Department ^f Health Edutation, and Wei- 
'fare generally Agreed vith GAQ' recommer)da- 
^tiqns. It did not agree^ that the guid'eline? 
on compromise syttleaents need revision. The 
Department is concerned th^t uniskille^- collec- 
tors might, make indiscriminate comp'romise ^set- 
tlements. 'GAO pointed out, liowever, that in- 
viting debtors ^to.*bubinit comprofnisc^ off ers 
need^ not result in imdiscriminate acceptance 
of ^he /Offers. .(See p. 23.) . ' 

The Departmeht stated' that since, the beg^inning 
of the guaranteed stnident loan collection pro- 
greua, resource^ hay^ been« woefully ind/lequa^e. 
AXmosl:' 300,000' defaulted l9ans are being serv- 
iced by 155 full-time and spme temporary per<- 
sonnel'. The Depaf^tment said, however, that a 
workable computerized ^oHection system and a 
plaifhed contract with a. private business for 
collectj.on .assistance will gradualdy eliminate 
the backlog of' uncciTllected defaults; « 

• ' ' "... 

I * ^- ■ • • 
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Our teports relating to guaranteed student 
lo^n program ' 

Principal HEW oflicials* responsible for 
adminis,tering activities discussed in' 
this r^epprt ^ 
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The guatanteed *»tu(tei7t 'ioan ptoqra^ m^b eotoFlished 
und'ej: title IV^ part B o£ the Higher '.Education Act of 1965 
to< provide for Jong-term insured loanA.for students in in* ' 
stitutions of 'higher education^and vocational sci^ools. T^e 
loan program is ad?iiinistere^ by th^-Df;£lce 9f i^ducation (OE), 
Departm^fit of Health, Edbcation, aiTd W^fate (HEW)# and loan^ 
are insured b/ eithet a State or pri»vatr« nonprof iiliageficy or^ 
the Federal Government (for students or/lenders who do not !• 
^ave reasonable access io a' State ot pjrivate nonprofit pro- 
gram) . Our review concernec! 0Z*3 procedurf*s and operations 
under the Federal component »f or t^e collection of defaulted 
loans. i , ' «^ , " ' 

ynder the guar^ntc^d stad|nt Joan programr students 
borriw raor.ey direotly from a cBniri^avlngs aod loan assoqi- 
ation, cre(3it union/ or other pai^icipating lender. Th^ 
19^ amendments to the^Higher Education ^t limit the apgr^- 
gate unpaid principal amount^ iitsur able to $7,^0O for an^^ 
undergraduate student ai.d $15,000 for a graduate ^student> 

' Depend iftig* on a student's family yCncorae, ^ the Federtl 
Government ox the student pays the iiiterest to lenders on* 
insured Student/ loans While the student is in schoolr ducin^' 
a 9- ^o 12-rtoi\th grace period (a period after the student ^ ' 
ceases to be enrolled on at leadff a half-time basis), or 
during other authorized defersent^a for military service, 
the -Peace Colps, or VISTA. Wien'^he repayment period: ' 
dtarts, all stil^l§|>ts, are^respon^ble forjfiaying interest 
on their loans. The current in^^e^st rate on insured lojans 
is 7 percent. To provide an ^gud table yield to the lender, 
a special qu/irterly 4llow'ance, nof^ to exceed 3 percefit p^ 
annum, has been provided to X^nd^^^^o^ ^11 loan,8 made jtince 
August 1969^. The Education AmendrnVot^ of 197t( iticreased the 
maximum^ special allowance ^ 5 percent beginning in f ispal 
year 1978. - ' ^ • ' 

A borL'ower is requi<fed t<^ repay "the loan plus* IntTerest 
over a maximum period o£ 10 years— »e' cXuding any periods of 
deferment— generally starting after 'tne grace period. ;The 
Higher Education Act of 196S requ^cn that len^^rs exercise 
reasonble etire ,and 'diligence in colle^ctiAg student loans, 
^nd OS's annual for lenders provides thJI they shdul^ use/ . " 
coile'ction pxactices, short qf le^al acton that ar€?^ timely ' 
and" forceful r incfjftding demand letter9., teleph9ne ctiThi 
and personal contacts.* Lenders^have the. right- to seek^re-* . 
dovery frqm OE on defaulted loens^when such procedure^ 
liave be^n. folXowe^^ Lendeta itay'aleo^seek recovery from 



OB when there -ia evidence that a student is deceased., totally 
and permanently disabled, or bankrupt^ After a lender's 
Claim on a defaulted loan is paid and the borrower's prom- 
issory note is assigned to OE by .the lender, 08'^ ;:^egional 
collectdrs then become responsible for seeking reigiyment 
from the borrower. 

FEDERAL CLAIMS COLLECTION ACT OF 1966/ 

The Federal Claims^ Collection Afct ^i^^Si^J/k^ , 
951) -gave; executiv.e departments and/ajp^ft^w 
on debts under §20,Q00 to: ^^i^P' . , - 

— qpmpromise debts, which previously onl^ the Depart- 

• iient of justice and a few agencies could do. 

•^Terminate debt collection action when tiscovery is. , 
Imprcbaibler. which previously only (SAO and the Departr 

• ment of 'Justice' could do. > / ^ 

Hie Federal" ClaiBS Collect^n Act required the Comptrol- 
ler Gen'eral and thfe Attorney General' of the On^ed States to 
issue joint regulations.. These regulations (4 CPR 10-1-105) , 
referred to as the Joint Standatds, lequite agencies to (1) 
iBsue appropriate internal regiifatidns, (2) take aggressive 
collection action, (3) attemptjto compromise claims, when 
appropriate, (4) suspend or'v^rmjAate coUectibn aption when 
conditions warrant, and .( 5y»- r%feT for consideratioff of. liti- 
gation those claims wsjiich ^nnot be compromised oi on which 
collection act,ion e2mnot be suspended or terminated. 
., ' ^ ■ • " \ % ■ *f ' ' 

' ihe^act was-intendia for the widest ^possibl,e applica- 
tion to reduce 'the amount of litigatiQfP^»reviou«ly required 
t<r coUect claims and to ceduife the voltoe of private relief 
legislation in the Congress. Claimrf involving fraud » mis- 
representation, or conduct in. violation of antitrust laws 
were exeippted ftom^the act.\ 

piOGRAM FINDING AND COLLS(;yriOH STAtyiNG " 
I . - 11 ■■■ » i I.I - - - - - ■ 

The Federal component of the guaranteed, studentTpan > 
program is fuqded from three appropriations. Eiipenaasi^for 
interest subsidies, special allowances, and deatn «id. dis- 
ability claims are paid fro© higher education appropelat^lona 
Staffing and cWuter services expenses are included in OE^s 
*S9larie8 and expenses appropriation, and an .ap^f opriatioij/ 
•for the Student Loan Insurance Fund is used to pay claims . 
on all defaulted loahi.- Fiscal year 1976 api>roprlation3 
(through Septemter *30, 1976) totaled $201.8 million for de- 
faults and $807.8 millibn for program activities. , 



As of September 30,- 1976, 106 collector positions were, 
authorized. (Only five vacancies existed.) All of these 
positions wQ^e^in the regional offices. An additional 94 
temporafry collector positions were a/Uthori2t^ for fiscal 
yeat 1977. ^ f 

f ^- • ' . , 

LOAN AC TIVITY ' ^ . , ^ * 

. From 1968 through September 30, 1976, stujenti ob- • 
tained about 4 million loans valued' at about '?4.5 billion 
under, the Federal component' of the guaranteed student loan 
progras;^ as follows. ' * 



Fiscal 

, . m£ 

1968-69 

1970 

1971 

1972 

1973 

1974 / 
1975 

1976 (15 mos.) 
(Iiote a). 






Ainount 


of loans 


Nurb?r 
of loans 


Total 
(OOP) 


A\ &cage 
* lc»an 


. 331,l>40 
365,387 
481,691 
691,874 

' 599>ft35 
506,354 
504,726 


$- 284,162 
353,788 
* 484,015 
708,164 
654,616 
611,, 657 
661/292 


' $ 858 
968 
l,-605 
1,024. 
1,093 
1,207 
1,310 


522,153 


739,884 


1,417 


4,002,8*0 


$4,497,578 





s inclu'le the 3-Bonth transitional quarter (July 
h September 1976;. 

the number of loans annually has decreased since 
the average amount of each loan ha& 4*ncr eased about 38 
^rcent during the sane period. < 

The Ti^te of default in th^ program, according to the 
fiscal year 1977 Federal Budget, was projected to rise from 
16; 5 percent in 1975 to*17 percent in 1977. From inception 
of the »loan program through September 30, i976, the Federal 
^^ernroent has paid 'lenders about $287.7 mill ion 9^ appr iXi- 
mately 282,000,cl^faulted loans. During this period, OE, col- 
lections (mostly by monthly payments) were .about ^25.1 mil- 
lion. 0£ estimates it will pay a}>out $149 million on 
rapproximately 147,000 defaulted loan claims in fiscal year 
1977^ Thu;, b]f the end of fiscal year 1977, the total claims 
paid 4»ill be about $436 million, and collections will tqijtal 
only about $33.8 million, (See graph on p. 7.) 



CHAPTER 2 

^ OE'S COLLECTION EFFORTS HAVE H OT KEPT PA CE 

# ,1 - — * 

WITH THE GROWING INVENTORIES OF DEFAULTED LO^NS. 

OE's collection program has not kept pace with the 
growing inventories of defaulted loans • There are a number 
of factors that contribute to this proble'n; lor example, 
the lo2^ns are Jfn default when acquired and are difficult to 
collect , workload has increased rapidiyf and adequate gij^id- 
ance and monitoring have not been provided to collection 
personnel. Consequently, cpllection *pe/sortnel are faced 
with huge and growing inventories of defaulted loans, a ^ 
great many of which are receiving little or no collection 
action. 

Rather than allowing sUch inventories to continue to 
accumulate and further disperse OE*s collection efforts, OE 
needs ^to Establish claims-processing system and procedures- 
.thar^will insure that timely and approprialte action is taken 
to collect loans* that can be collected with reasonable effort 
and that the temainder are disposed of either through refer-- 
ral to the Department of Justice^fnr suit^or termination of 
collection .efforts.* i * 

Prompt actions are eispecially important %pr older cases, 
^^on which collection through suit may sodW- be impractical be- 
cause of thii^ 6-year statute of limitat'icf/is. To help stream- 
line the collection process* a, program has been established 
for referring cases at .the regional lev^l to- the local U.S. 
attorneys^ The program has improved both enforcr^d collec- 
tions and voluntary payments, but some collectiou staffs 
have not giyen the program the support necessary for it to 
be an effective method of collection in their region. 

OB is aware tiiat it has problems and is making, efforts 
to improve its collection system. However, OE still needs 
to recognize that additional efiective approaches tc^ its 
problems mast be found and that timely, positive action 
must be taken to gain control of present and anticipiited 
•^inventories to effecti^^ely manage the collection proOess. 

ELEMENTS OF AN EFF P^ttvp C^.ECTTOM SYSTEM 

An effective 'and efficiifent collection, system can be 
viewed as a pipeline through which each^lairo^ is method- 
ically and r'apidly processed, to its disposition. Good 
agency procedures, not only lead to collections, but also 
provide information needed to dispose of "^cases that cannot 
be collected. 



Tt^e Joint Standards fregui re that collection effatta be 
aggrtaaive and cofijpreHensiye 4nd lead t<>' the earliest/, prac- 
ticable conclusion of a<pjmistrAtive e££6rt3 to collect from 
the debtor. Agencies -SQmuXd.parsue cost-effective collection 
procedugcesr consistent kith good business practice r Leading 
to collectiot^, refe^ffdlyfo£^ l^sl action^ or terwinaVion. 

^Appropriate coVx^ecti'oa steps and procedures can vary 
depending on debt sikeC 4hd type and other circumstances. 
OrdinarilyT^owever,^an agency's collection program should 
provide thre. following/;' / ' 

* • / ' - # • 'o 

Maintaining/Physical and account^jRg control ot 
clavns andytlocuaenting collection actions. 

2. Screening /ai>d categorizing claims to insure that 
the* collection efforts undertaken are appropriate 
for each /Case. * - 



6. 
7. 



• i 

/8, 



Taking a4>propr late action to locate missing debtors.. 

^akin^ ^gg#e4sive collection action against aj.1 
liable /partie's, including written demands fqbC". pay- 
ment, with'^appropriato consider aticn being given to 

a. interviews with debtors; 

b. co(ntact^. vith enployer if debtor is 'federally 
e|bployed; , * 

c. ^bll<ec6ion by offset, where feasible^; and 

' r ' . , . ' 

id. /teiaporaxy^ suspension of collection action, where 
/debtor cannot be, located or the prospects of col- 
lection are likely *to. fnprove in the foreseeable 
future. 

Att<»mptinq, at the earliest opportunity, to determine 
tne debtor'^ ability to pay to assist in» evaluating 
t,ne practicality of available collection alternifeivetk. 

Exploring conproaises as a aeah? of settling the 
debt. • . . - 

Referring the claiii toi^the Department of ^Justice/^ 
for enforced collection. 

Teri|ioating collectioiT action when it become^ cl^^^ . 
that, the Governnent cannot- collect' or enforce col- 
lection of ithy substanbicll aao'unt ot that the cost 
of. further c9riection action' is likely to exceed.. ♦ 
the amount recoverable thereby. n ' 
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Decisions to lerminate collection action or to refer 
cases for enforced collection raust be based'^jn ioformaticn 
bearing on the collectibility of the d€bt» ^ ol^tain suclt 
infprmation, Appropriate collection procedures mUst be folr 
lowed in a timely Jind systematic manner. ^ 

OE'S COLLSCTION^SYSTfcH * / * ' 

OE's collection system has not functioned as a pipeline r 
with cases entering the system being processed systeiwtically 
to the Doint of collection or disposition. For the most part, 
cases on which collection^ efforts have not been fruitful have 
been retained in the inventoiji^s rather than being referre^ 
for legal aetion or terminated. M the inventories have grown 
over 'the past^^few years, it has beconei increasiftgly impracti- 
cal for c^lledtors 'to p -rsue* collection acti:^n on all, their 
ca^es.' This l^ilverse trend is continuing despite recent Cen- 
tral Offic#^guidaqce urging that caffw be fully processed- * 
rather tharf-iaeing retflirned to the collector's invTentory. 

Itiventojcy size and growth 

Perhaps the most convincing evidence that OB has a 
serious and growing problem with its collection program is . 
the overall statistics showing inventory site and growth. 
Th^ following graph shows defaulted loans acquired and col- 
lections from inception ,of the program. The graph shows that 
on an annual basis OB is falling ho|>ele8Sly behind and that * 
only part of the total inventory is being collected'. 

While strengthening the collection system should lead 
to increased collections, it should be recognized that many 
of these loans caft never, be collected.^ Typically, there is 
no cosigner or other liable peM^X&^^^n whom repayment Can 
be sought; the loans are not 84rc|Ked by collateral; and the 
•debtor's personal f inanci^a .siti^cion of ten is such tHSt the / 
potential for collection is not good, whether through volun^ • 
tary repayment or legal action. If lenders have properljH^ 
carried out their responstbilityn ff forts te collect these 
loans haVe alr^y been made before OB pays the claim. 1/ 

1/Although not discussed in tfi^ report^ the need for more 
" aggressive colleation efforts by lenders was pointed out 

in our November 14, 197S, testimony before the Senate Com^ 
♦ mitteA on G5vernmen.t Operations # Subcommittee on Investiga- 
tions. \ This wasan area of concern that the Congress 
sought \o remedy when subsequently it ^enacted the Educa- 
tion Amendments of 1976. Title I,, part D, section 127, for ^ 
. exaiiple, .provides thit if tt?e holder of A promissory note 
fails to exercise reasonable care and diligence in collect- 
inig loans, that holder will -be disqualified from further 
Federal insurance in the guaranteed student loan program. ^ 
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DEFAULTED LOAN CLAif!^ PAID mND COLLECTED BY OE. 
\ FROM INCEPTION OF THE 

GUARANTEED STCoENT LOAN PROGRAM ' 
THROUGH FISCAL YEArf 1S77 



f. 



W>^M CLAIMS PAID ($43e£ mVipn) 



AMOUNTS COLLECTED tS33.8 miiliwi) 
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The ffViaber of defau'ltecU^ans in ftE'e* Inventories has 
been- increasing itgadily. 0^ a relatively small. n'ufcber 
• ttas been referred for ehforcif golleAion or has been ter- 
i atnlted aftd new aefaulte'd loans are constantly being aqguired 
I jfroal'mndprs. .In addition, col.lection act3k)i> often jnust be 
i resttoeaWh case's previously converted to paymenf status be- 
!vC»u8e scheduled p,ayaentsfAc6 not mkde, For example ,r OE re- 
' ports for -the year ended June 30, \9n, ^o** that although . 
! 76, 456, new defaulted loans were.acWired, onl,y 24;288 ac- . 
counts were convertted to payment sta\us duriti^ the*year; 
of the'24>283, Anly'.l3,525 Were n^w apcoumts rather than * 
accoant6'for;a»hiie}i.pa^fn,€ status 'vas being reest^lisheld. ^ 
Ofi estijsatea .that/ a^ of'i^epteiabec. 30,. 1976, tjf\ere were 
'about 65^500 accounts liij^er C9llecti2^*-leayihj^ mpre ^nan 
200,000 defatilted loan^ that were not^ iiv ^«y«ent .status*. . 
jMJditioivar l47»000 defaal ted. loans' were^ expected .to be ac- 
, (quired' in fiscal .yefar 1977. • ; ; . i ^ v " * 

Dispicsion of c ollettion 'efforts ' » V* 

^ r ^ * ^ ■ ■ ■ ■ - r ■ , T7 — — \ — — 



An 



OE manageaeht .bas .rec:qgnl^^th^lt uocollecJtlM^ases 
•heed to be disposed *Qf/ rather tbirt jic^ained indeflffl,tely 
llowever, w,ltltUi«it(W staffing i^d competing prior it tea/ 
lit^e pcogress is-, being madci;. ' * ,/ i Ij 



Neif guideline^ issued %n 'ISTe .statedi * / ' 
' We con^id^c: it very dm^rtartt^ to. again^ emphas^^^^ 



thfe ncfciBssity of proper handling iiftd managing ;o.f 



4^ 




* Creaming* of acpounts i«, iinicteptalDj^f' since, -it 
leads to a aeterioiaCiqn in c,all,efctUEiilit;y when 
foJlow-up.action not tteintained. ,Understand- 
ably^ this.williresult in bac*lpgs/ .sihc^ the?^ 
nufliber of ful^ time cql,>ept^Ts i's inadequate^ to^ . 
hWdle all accounts held ip -the j^e^iort. . A\6ack- 
logr however r is t;o' bia .cho'serf ovef poorly maoaged 
accounts..' . • ' ^ • * 

' ^ • ; : ■ ' 

"Eaoh loah Account a^siign^ to a collector must 
receive 'full treetaent . • If the collector learns 
that the debtor, is a 9fcip# tracing iBust begin 
promptly. . It is not acceptable to set the file . 
aside and go on to another loan file'. Suct^ ^ 
tracing activity. sjiould be teainti^ined contin-' 
uously." * / . . * ^. . ' 
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West guldelin^d alao outlined the circunstances justifying 
termination and suggested simplified collection procedures 
fot debt** under $400. , . ' ► 

Adherence to the policy o'f giving case^ the jEull treat- 
ment and not laying cases eside when soae problem is 6^n- • 
countered should lead to* disposition of the\ca6es, regard- 
less of whether they are collected; cQufd-^ot readily 
determine whether this policy was, being followedr howler, 
because as recently as January lSt76 05 only had approximate 
st»t^i«tics show-ing cis^^s terminated • ' 

\ tis shown in the following fcable/wprkloads^ as of»Septero^ 
beA 30 r 1976 f a,veraged tar more thin the 600 cases per col- 
lectot referred to. in the. May 1976 guidelines, ^ 

Average workload 
per collector 





Number of 


Number of 


^Be^ion ^ 


unp'aid defaults 


;cpllectors 


BOStOf) f 


, 3,355 


. 3 


New York 


15,619 


6 


Philadelphia 


11,870 


2 


Atlanta 


33,344 


10 


Chicago 


^6.102 


12 . ' 


Dallas 


. 50,133 


'23, 


Kansas City 


11,345 , ^ 


\^ 3 


Deny^r 


12,653 


9 


San Francisco 


'79^505 


28 


Seattle 


9,754. 


. 5, 


^ Total 


263,680 


a/ 101 



1,118 
2,603 
5,-935 
3,334 
^ 3,00$ 
^2,180 
>,782 
1,4j06 
2,839 
Tl«95I 

2,611 



a/Pi^e additional cdl tec tars were author j.'2ed—rtbere were two 
"'•vacancies for Atlanta and ^nje e«h for Philadelphia, 
Dallas, and Kansas City., 

As ,a practical matter, ^hls workload make^^t difficult 
to require collection *^rsonne\ to lulfill the' assigned rfe- 
sponsibility^f c^apL«ing the processing of cases. *' The col- 
lector is routinely^ confronted with choosing Irom amojig sey- 
erar collection l^ks requiring his attention* Compet^ing^ 
demand? on collectors* time by other activities ate also a 
problem. For exa)(iple, considerable effort has been devoted 
to the input and verification of data for the new automated 
system which, although only partially operable at the com- 
pl€ttion of our review, is expected to 'produce needed msna^e- 
ment, information and otherwise assist in the collection 
progr^.^ . . ^. ' 



9/ 

o-r. 



^ : The following analysis of a randomly selected sample 
oC 100 cases in one region indicates that.jprompt collect^ion 
action hoA not be^an taken* » " j' 

V first demand letter se^t irt . Numb5^r of cases 

, - • (diys) 

1 to eff / • 17, 

61 to JL2b ' , . 19 

121 to 180 . • 13 \. 

* . . * 181 to 3^0 1 ^ ^ .23 , 

Over 36C ^ 28 

Tdtal , 100' 

Sixty-three of these 100 cases involved debts of $1,000 pr 
more. At the ^me of oux tevie^, apparently had taken no 
c611ectlon acti,c$n^ on o,ne df^ these d4£»ult«d loans in the 
amount JO 42,000 plbs interest that bad been inOE*s pos-' 
' * -session for aboub^ll mornths. jWe also notm a case (not Tn* 

eluded in "[the above setmple) in which a c laim vaj.ued art $5,400 
had been ip OS's pof^s^ssion for 15 months without collection 
^ action. ' ; 

# ' Central Office monitoring of the regional collection 
>^peration has 6een primarily by means of monthly 'reports 

showing contacts* made by each cdllector and accounts don-* 
verted to payment status/ These factors alone do not, reflect' 
, ' how well collector? are qanaging their portfolios because 
there needs to be a proper balance of efforts toward col.lec- ' 
« tion, development and referral for' legal action, and termina- 
tion* Reportls .oriented to collection, rather than' to over* 
^all managelnept of the porti^olio, may encoi^rage continuation 
otyhe same practices and imbalances of effort th&t have 
Ifd to the present' situation in which the majority of the 
, CAse» are Mt processed to the point of di^positidn. 

PROPOSED CONTRACT FOR COLLECTIOM SBf^VICB ^ 

^ OE is planning to ^contract for collection assistance 

with a we.\l<-qualif ied nationwide collection agency, as au- 
ti)orized by the Education Amefvtaents o^ 1976. The. objective 
is to cope with the current and* antic ij^ated c:;llection ^OfCk* 

' load through the combined resources, of the contractor, ara OE' 
collection persoafielv with first priority being given to 
the older cases. OE contemplates that the contractor will 
*pur8ue and document Qollection action. When^ complex ques- 
"tions a^ise or the contractor/s collection efforts are not 
successful, howevet, the case will.be returned to'OE for 
any necessary followup action and final disposition. 

10 . 
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The proposed contract wil'i enable increased resourc^es 
to be applied to the collection effort. I^roviding the nec- 
essary sup^iort to the cantracJtor>^ i.e., selecting the cases,, 
providing access to needed. inforr.atfon, monitoring contrac- 
tor performance to make sure that it is neither overzealous 
nor. derelict i'h it's collection and documentation efforts, 
evaluating and responding to issues raised by debtors who 
dispute thfeir debt , or offer to settle for less than the* 
amount owed, etc., will place an additional burden on OE 
co^lect^on personnel. ^ 

A Centr?l pfficJe official told us that tJje contractor 
will be required to document unsuccessful collection efforts 
in a manner that will facilitate furtfter OB processing of 
^uncollected cases* This f urther^processing by OE, whether 
a case'id to t>e terminated or-referred for legal action, is 
also likely to amount to 'substantial additional woidSload for 
the collj^ctionTpef sannel because either action reqjii^es an * 
assessment of connection efforts and the debtor's ability to - 
PAy* If suQh cases are *not adequately documented and pursued 
, to their disposition, much of the potential benefit from ^ 
'""^sing cpntractor assistance wiH not be achieved because thej^ 
uncollepted cases will be retained ii^ the inventories^ 

HEEDED POLICY REVISIONS 

OE'6 collection personnel should be directed to* request 
debtors to submit financial statements, and better guidance ^ 
should be provided on comp^^oaise of debts and on procedur*es 
to follow wheAthe debtor is*a cai;rent or former , Federal em- 
ployee. In acRitiof., the OE Central Office needs to make 
4Sure ^hat regional collection personnel make appropriate use 
of the opportunity to refer cases to local U.S. attorneys for 
legal action. Improvements in these foue areas should mate- 
rially increase the efficiency and effectiveness of GE's col- 
lection efforts^ 

Heed for obtainin g debtor -prepared financial 
statements to evaluate ability to pay 



^ Information on the„djbtor*s ability to pay wa3 lacking 
por about 80 percent of the cases in our sample from OE's 
inventories. The lack of this information qintributes need- 
lessly to continuing fruitles;i- efforts to coVkt, missing 
opportunities to collect through Iwal actioiiPand failing 
to remove cases from the active inventories. 

The Joint Standards reqiiare that cases referred for 
legal action include «^/idence that the debtor has ability 
to pay.. The purpose of this requirement 'is to relieve the 
judicial system of. the workload and cost of fruitless legal 



actions. The Joint Standards also provide \hAt tM debtor *s 
financial situation may justify suspension or terminatioh of 
collection action and that ability to pay should be consid- 
ered in evaluating offers to repay through installments or 
to compibmtse a debt* 

BEW's claims collection procedures regu^e th/t claims 
sent to us roust conrtain reasonably up-to-date credit infor- 
matjfen . such as, a commercial credit reporter the debtdr*s 
own^inancial stateroent (use of Department of Justice^ form 
DJ-35 is suggested in the Joint Standards), executed under 
kpenalty of perjury, reflecting assets, liabilities, income, 
and expenses* ^ ' » 

— ' / ^ ' . . ■ * 

There are a number of private Companies that furnish 

credit or investigative reports ^r^ fee* The cost of tttis 
service range's from about $3 to as much aa $40 or. more per» 
report, depending on the. type of report and avail^ility, of 
the information; however, the information furniahv pfteo is 
not adequate deterriiine ab*ility to pay* For example, 
the)|e tepo^^t's often fail to provide employment or income in- 
formation^*' *• 



^O, wnen i;ney are con^acx-Tsu uuLi.n^ coi.x^ci;xun t'^v^o^*** 

These statements are far less costly to obtain than commercial 
credit or investigative 'reports and are more accurate, com- 
.plete, and .timely* ' They may enable an early determination on 
the disposition of a casef* ^ ^ ' 

At the time of our review, OE generally was not attempt- 
ing to get debtors to complete such forms* In a randomly 
selected sample of 618 cases in varibus stages of process- 
ing, 5QL9 cases (about 82 percent) did not contain financial 
information* Where financial information ha(} bee^ obtained, 
it vas nearly always in the forni of a commercial' credit! re- 
port* T ' 

" ' , ' ' ' 

During our review some OE r^egional collectors began 7 
requestinq financial statements from debtors The San Fran- ^ 
Cisco {Regional Office mailed out about 10,000 requests* OE 
officials in the regional office told us that they had found 
this method of obtaining financial information very .useful 
because such forms were more comprehensiye than infbrmation 
on commercial credit reports and readily available for evalr > 
uating the cd^llectibility of claims^ Although sQme col]|.ec- 
to||fiiSeeiied to be having more success than otbecSf the re- 
gion^ officials estimat:^ that the response rate was run- 
^ng as high as 50 percent for some, collectors* 
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/ • . , . 

A Central Of/ic^ of f icAal told u?> that one reason OE .d^.d 
not routinely use this technique was^ that it was tj^iroe con- 
suming to* verify the information reputed by the debtor. We 
have^foundf however that ver if icatipn is not usually needed 
except for p»irposes of updating • The fot*ii typically used 
warms the debtor that willful "falsification would be subject 
to the fine and irapt isonment penalties provided by 18 U.S.C, 
1001. ^ • - ^ 

Because recent financial information is^ important in 
determining the dii^sition of claims, OE should .insure that 
each regional of ficV^ollows the practice of obtaining and 
using debtor ^prepared financial statements. ' " 

Need for increased e mp hasis ^ ^ 

on compromise of debts ' '* . 

The Joint Standards provide, that agencies 'will attempt; 
to effect compromise settlements in cases iri which the debt-' 
or's finaricial ab.ility will not permit paymreftt in full,, or 
the litigative r^sKs or* the costs of litigation dictate such 
action. , A comptomise settlement usually involves a nego- 
tiated' agreement** to ^gcept a lump sum'^payment of a substan- 
tial portion of the debt ac full liquidation of the indebt- - 
edneBSv OE has made little use of this collection procedure, 
'and. its present guidelines discourage collection personnel - 
from initiating^ such , settlements. 

4' t 

A psim'iry purpose of the Federal Claims Collection .Act 
was to a^id unnecessary litigation. The^act'is legislative 
history shows that agenCries were expected to use-^the aathot- 
ity given by the act to accept lesser amounts in full settle- 
ment when such settlements ifould be in the ^vernment's in- 
terests and justified* by normal business practice^ inflight 
of the -debtor.'s ability to pay and the ri^ks.and costs in- 
herent in Litigation. 

HEW regulations provide that collection officials should 
take the initiative to invite compromise offers before ter- 
minating collection efforts on claims and require a determi^ 
nation that there is no basis ^or compromise before a case is 
referred for legal action. However, OE had no forrfial in- 
structions governing compromise until March 1976. . Prom in- 
ception of the guaranteed student loan prc^ram until that 
time,*dE had apparently compromised very few claims. QE's 
Central Office informed us in April 1976 it was aware 

9f only eight c6mpromise settlements by the central Office 
and was aware of only one regional office that had made com- 
promise, settlements. As of March 1976, this regional office 

reportedly had compromised 107 claims! 

« 



OE guidelines dated March 4> 19*76, indicate that ^regions 
have authority to coraproroiae debts up to $10,000 # but 'in our 
opinian the guidelines discourage regional collection per«« 
86r>nel from initiating compromise negotiations. The 'guide- 
lines stater . ) 

"The offer, to compromise ^or less tham %he full 
amount of principal and interest owed^should in 
Virtually every case or iginate^with the borrower. 
The Office of Guaranteed Student Loarvs should, 
litvgt offer to compromise withaut substantial ' 
justification. Any such offer must be approved by 
the Regional Director prior to guch offer being 
extended." 

Officials in- one regional office interpret these guide- 
li^B to prohibit them from ev^n discussing compromise;^ 
unless the borrower inquires about this p6ssibility.« De-< 
spite the constraints of these guidelines, thisi regional " « 
office compromised about 30 Cases in the period March 
through October 1976. Such constraints shpuld not be nec- 
essary because acceptance of a compromise^of fer is based on 

evaluation of tt]^;4>rospects of, collecting the full amount 
of the debt and a ^eterminajtion that*' the compromise is in ^ 
the best interests of the Government. 

^ Our Office ands^other agencies routinely advise debtors ' 
£ft an appropriaite pok)t in the collection process (usually 
in the final written demand fbi; payment) that consideration 
wduld be given to an offer to compromise, 'acceptance of such 
Offers being dependent on their reasonableness in relation 
to the debtor's ability to pay. Our experience shows that 
this invitation fto make an offer may prompt a recalcitrant, 
debtor to respond to demands for pa^nnent, whjLch can lead to 
further negotiations. It aldo can lead to acquiring a useful 
fihancial statement from the debtor, as this 'would be a re- 
quirement in order that a compromise offer can.be evaluated. 

We. believe OB should revise its guidelines to encourage 
collection personnel to invite compromise offers in cases 
in which this ihanner*of settlement may be in, the Government's 
^interest,, especially in 'view of the huge and growing back- 
log of cases an^Si, as discussed on pages 16, and 17, the dan-* ^ 
ger of ^uit being barred by the statute of limitations. 

Weed to offset debts against salary or 
retirement blenefits' due Federal employees 

6b has not aggressively pursi^ collection eigainst debt- 
ors who are recisivirtg pay or benefits from the Federal Gov- 
ernment, including bEW. In some case? these debts'can be 
collected without the debtor's permission through adminis- 
trative offset against amounts payable to the debtor; in 

• 25 ■ • , ' 



othei: cases r although the debtor *s per mi 
payroJLl deducti:)n authorizations or othe 
ments often can be obtained* ^ ^ 

The Joint SwdndVrds provide that co 
shQuld .be undertaken in every itist^nce i 
istlcatively feasible, and ageac^s are e 
^in this endeavor r It is Gv^'^rr^nt poii 
'must meet all just financial obligations 
law. HEW's standards (45 CPR 73.735-701 
provide 



$aioh is r^quff^ed^ 
r • repa-yraent. arrartge- 



jlectioYi by offset 
n which it is. a^min- 
njairfed' to cooperate 
cy that an employee 
tj]atf^e imposed by 
(^Hvior example r 



, "(An employee) shall pay each just financial obli- 
gation in a proper and timely riianner.* * * * The . ^ - ^ 

Department cannoV condone laxness on the part of 
an employee in dischaxTg"ing his financial obliga- 
tiohsr particularly those to Federal, State, or 
J.ocal governments or to tax-supported i(isl;:itutions* * ^ * 

such as a city or State * * * educational in^^itji- ^r^^^s^^ 
tion. * * * jf for some^eason an employee |gj^^% ^ 
unable to pay these oblj/gations promptly, he^ifl^^ 
expected to ra^ke satisfactpry. arrangements {or pay- 
ment and abide by these arrangements^ * »^ 



Thus, the fact that a debtor is a fedelral employee 
opens certain additional collection avenues. The employing 
agency can be requested to counsel the Employee and to 
assist in arranging repayment. ^Debtors are often willing 
^^.S><to authoj^ize repayment throtigh payroll deduction if. this^ . 
opportunity is brought to their attention; similar ^^Hot- 
ments can be arranged from regular payments for retireiaent or 
other benefits. Ifi addition, the Government can seWpff,. 
without a debtor's petmissiorlr* amounts du^ a debtor frbm his 
final p^y upon his termination of Government service, or 
when he applies for/moneys due hfm. from his Civil Servic? ^ 
Retirement and Disabili^ty Fund account. . *n 

OB has made some special effort to identify and ^ursu^. 
collection from Federal emplpye^sv but regional per^nnel 
have not been provided needed prtrcedural guidance. ' For ex- 
ample, on at least one occasion ^^42 debtors were identiMi^ol« 
as HEW employees and were s^nt special demand letter^ sii^fd 
#y^the Commissiolier of Education andr for a time, some sp^ 
,cial followup and reporting .on these cases was required bf\ 
regiona^L collf»ction p'ersonnel. However, a more effective^ \ 
effort could have been made. Xn the Atlanta region, we \ 
Initiated action by the appropriate personnel offices to V 
counsel deven debtors who had been identified almost a year ' 
e^cJitfr as HEW emp^yees. This action resulted in repayment 
arrangements being agread to^by all seven employees. With 
out assistaitcer most ofi thes^ repayment^ were arranged %o be. 
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made through payroll deductions; however, OE regional 
personnel and HEV^payroll personnel were not familiar with 
the forms- and .pro'cedures required to accomplish these payroll 
deductions • " . ^ 

Durkig the review, bur staff also initiated^^ aqtion to 
contact employees or employing agencies in a number of other 
cases in Which the debtors vere current or former. Federal 
employees; Thes^ contacts, invqlving -employees bf various ' 
ageacies,* led to disposition o^the* cases through xepayment, 
arrangenfents. referralj^br suit, pr-the decis-ion to can^pt 
through setoff. ^Again^ however, OE personnel were. in need 
of guidance on procedures to^e followed* 
• ^ 
The potential for^debt collection is r^at^vely strong 
,whei\ the dWbtar is a Federal. employee if timely, aggressive 
action is taken and if apprqptiate procedjires are kno%m and^ 
followed. In addition, the fact that bdfe\OE*s inventory of 
defaulted loarvj and HEW's payroll have been autt>raated should 
enable OE to per iodicall^f determine which debtors are HBW^ 
employees.* ^ 

Need to - refer uncollectible claims 

to the Department yOf Justice "jr * ^ 

OE*s effectiveness in jcarrying, out its dollection re- 
sponsibilities is dependent, in part, on timely referrals of 
uncollectible claims that have .a reasonable prospect of 
being collected to the' Department of Justice for legal ac-, 
tion. . As of October 1976,, only about 1,150 or mor^e than ^ 
230,000 dejault^d student lo^ris a9quired by OE had been' re^ 
^&'rred to GAO or the Department of Justice for Ansider-ation 
of 'possible legal action. Aj^though legal acti<|ipiould not ^ 
be warranted on a great miny of those that have not been 
retorted, it is essential that the potential for legal ac- 
tion ori ^hese cases be considered* Jbef ore the Government's 
right tQ take legal action is barred by the 6-ye«r statute 
of "^limitations. ' ' *. . 

' . . - * . : ^ . ' 

The Jointf Standards provide ^hat debts that cannot ^be 
^ collect>ed or compromised and t^fat'da not meet the criteria 
^ for termination of col^ction action must be referred to 
GAO^c, if the agency i\ authorized* to the DepcErtment of 
Justice for legal action I Tha standards*»provide feha.t re- 
ferrals should be icade as early as possil?le, consistent* with 
aggre«ive collection' adtion , and well within the time limit 
for bringing suit againit a debtor.'- In line with the Stand- 
ards,, the "GAO f^anual fbr Guidance of Federal Agepcies" re- 
\guiress.that agencies' debt coilectibn programs be designed, 
e^clead to the earliest' practicable condition of adminis- 
trative effort to effecjt Collection. \. ^ 'm 

••■ ' 



statute of limitations 

Timely referrals are essential for protecting the 
Government's interests beca<^?e the statute of limit^ationsr 
28 Uy^S.C. 2415# sets a time lisit for bringing suit against 
debtor3* Under the statute's provisionsr legal action gen-- 
erally mus^t be .taken within. 6 year?, ^fter the right of actioa 
accrues. QkO guidance to abencies suggests that claims be 
'referred not, later than 1 year%before expiration of the * 
period in whYcb a legal action can be filed. 

Until recently, OS was not systematically identifying 
cases that^.required pri6r^ity attention due to the statute 
of limitations; however r OE has started using i'ts automated 
sys^emr which is -not ycrt fully operationarr to help iden^lf^ 
its older cases. 

Through October 1976., only about 1,150 cases had fcteen 
forwarded to GAO or 'the Departaeht of Justice for consider- 
ation of legal action* (A large part of these referrals were 
made during the period of our review.) The need for cor.cern 
over the statute of limitations on cases remaining in Ot;'s 
inventory is indicated by th^ tact that many •-/ef^ acquired 
several years ago. The figurps in the following table show 
that many tlairas may already have been, or .shortly will be, 
barred by ^he 6-year .statute or' limitations. 

Fiscal ygar 

, Expiration o£ 

statute Of plaims 
Acquirfed . liinitations acquired 

196^8-1970 ^ ' . 19^4-1976 < 1,408 

1971 197/ > , 8r357 

1972 ' 197S * 17r411 

i^e^ional level referr^ to Q.S> attorneys 

In light of the necessity to expedit^e processing- of 
cases for "legal action, GAO an** the Department of Justice 
have cooperated with OE in developing the capability to re- 
fer cases at the- regional level to local U.S. attorneys' 
offices. Regional level referral speeds legal action on 
cases that otherwise would be referred to U.S. attorneys 
only through OE's Central Office and our Claims Division. * 
(^r role' i\as been to assist the OC regional personnel — 
primarily by reviewing the adequacy of Collection actions 
already taKen #nd documentation ^I^cluded with cases — to 
select and forward to U.S. 2ittorxieVs only cases that are 
adequately preparjed for legal action. ^ . % 



pilot program involving two t^ions was initiated in 
October 1975, In the first inonth/469 defaulted loan claims 
valued at $241,000 were refarre*-xo U.S. attorneys in San 
Francisco* and Los Angeles, CalTifornia; and Chicago, IllinoxC. 
By September 1976 repayment* had t^gun on about half of these 
cases, and default judqjnents had been obtained on a^umber of 
others, which should enable eventual collection. Some of . 
these claims had remained uncollected for several years. 

The following examples illustrate the effectiveness of 
the referral program/ 

Example 1 / One region received a .x3efaultf»d claim, f^or 
' $5,37u in June' 1974#p- In September 1976 OE contacted 
the debtor and ascertained that he was employc^d by a 
local district attorney and earned more them $i2,00t) a 
year and was abowt to sell his house ^ a profit. The 
debtor offered to compronise debt for $3,000. CB 
promptly referred the blaio plus interest of about $850 
to a U.S. attorney, who filedja lien on the debtor's 
escrow account for the sale of the house. Within 
2 weeks, the U.S. attorney collected the entiw amount 
due the Government -(-about $6^200, including interest). . 

• , gxample 2 . A d'ebtor had^ outstanding loans, which with 
interest totaled over $8,700. OB attempted collection 
over a 17-month period without success. Ir Septemkjer 
1976 OE ascertained the debtor was a psychiatrist earn- 
ing about $31,500 a year and, having established the 
debtor's ability to pay the defaulted loan, the claim 
fwas referred to the U.S. attorney for legal action. 
Action^ taken.lby the U.S. attorney are resulting^ in 
collection of the de)>t. Payments were scheduled at ^ 

^^l^^^'^^^lOO a month- prior to^ August 1977 and $150 a aonth 

thereafter. \^ 

••^ . . ' 

Exa mple 3. In this case the borrower had reduced the ' ' 
principal of H $1,300 default^! loan by only $60 over a 
2-vear period. OE estafflis'^ that the debtor had been 
employed as a schc>ol teacher for the p^t 5 years, was 
earning about $12#000 annually, and owned a home with, 
an dss«issed value of $23,20U. Th^ claim, ^fa*; then re^ 
ferted to a U.S. attorney for enforced collection. Ac- 
tions tikeri-by the U.S. attorney are expected to result 
^in collection of the debt, either through setoff against 
l:he proceeds of sale cf the debtor's real property or ^ 
levy of salary and wages. 

Example 4 . In another case loans totaling $3,500, plus 
interest, were defaulted ai"* of June 30, 1973. OE was' 
unable to collect but d€ter»nined that the dei?tor was a 
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^{I^ofesaional basketball player earning about $85/00Qii"a 
year. In t)ctober 1976 OB referred the case to a U.S. 
attorney^ who took legal aotions leading to garnishment 
cf.the debtor's wages. ^ Wfe|i$re informed in February 

* 1977 that* irepayment would be made over the next 
4 months at the rate of $1#^00 a month. ^ 

Due ta the favdrable resul^.a and acceptance of the pilot 
program by^OE and Jxistice, the program was continued in the 
two regions and expanded natio^iiride to the other eight HEW 
regions with overall ob^jectives to: 

— Gradually expand to' include the offices of all U.S. 
attorneys. 

— Establish a channel for dlTebt referral from: OS to 
^ U.S. attorneys without going through GAO. 

S^nce^ Maxch 1976 the project has been expanding grad- 
ually. In n^Y 1976 OE*s Central Office issued written guid- 
ance to its, regional personnel^ for documenting and referring 
claims. to U^S. attorneys.. Our sta|f has coordinated efforts 
through visits to each regional office and to many U.S. 
attorneys — by Auguft all 10 BBW Regional Offices were partici 
patlng and by early November 40 U.S. attorneys were .partici- 
pating. ^ ' * * . 

For *the most p^irt. Justice and OE Central Office and 
r)»gional officials have been enthusiastic about the regional 
level referral program. One U.S. attorney said. that he be^ 
lieves it^#ill improve the ability OE — and lenders — to , 
collect outstanding loans because borrowers will b#more apt 
to pay their student loans if they cealize that Justice will 
take legal ' action *agalnst those who refuse to pay their 
debts*. OB'S officials in HCff's San Francisco Regional Of- 
fice told us that duritl9 the 3-ttonth period ended September 
1976, they had collected $d46,000~tbe higbtst in their hls^ 
tory-^-stuch of whiph was due to voluntary payments as a re- 
sult of publicity on the regional level referral program. 
In another region, lenders have stated that the publicity 
concerning the referral program was. improving their ability 
to, collect tj^gugh voluntaxy payment. 

An aggrefln^e referral prjt>gram in all regions would 
improve the ok^ex:«^4 effectiveness of OS's collection system. 
It would .enaole cioTlection on claims that would not other- 
wise be collected and create an awareness among debtors 
that legal aclion may be taken to collecr defaulted lo^ans^- 
such an ^waxeness should increase voluntary paymeij^ts. 

Some regions have been quite aggressive in taking the 
opportunity to refejc claims t)iat they had been unsuccessful 



in cillecting^ Others yn^e not* The extent of each • 
region's participotion ail of February 1977 was as followss. 





Cases 


referred 


Region&4 Oil Icq 


numoer 




Boston * 


67 


$ * 75,202 


New York 


• 1 


• 1,500 


. Philadelph^ 


. 13 


13,276 


Atlanta 


34 


78,917 


Chicago* ^ 


^8 


"52,378 


Dallas 


52 


79,848 


Kansas City , 
Denver 


1 


1,440 


21 . 


. 52,675 


San Francisco 


466 


815,636 


Seattle 


14 


21,913 


Total 


69f-" 


$W 1^2,785 



/ 



Although^ the aize of .inventories and number of collec- 
tors vary among the regions, the small number of referrals 
from some offices indicates, that they may be placing low 
priority on identifying and preparing cases for referral for 
legal action. There appears to be a need, therefpre, for 
the Central Office/to make sure that each region participates 
in the program tr^he extent necessary to demonstrate that 
(1) it has the ability to select and adequately document 
cases for referral ta O.-S* attorneys and (2) refertal action 
is Beingr taken to the>xcent practicable; in light of staff ^ 
resourced, on all ap{5ropriate cases. 
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CHAPTgR 'll : . ■ 

« e r 

GONCLUSIONS . . . ^ / 

--O^^coilectiort system^s s-iailar, to a clogged pipeline^ 
with a heavy volume of defaulted loans entering but 'r^l^tively 
few cases le^jyrTng the. system.* 'Although some positive' actions 
are being t^en, the problem fl^rs peached serious propor^tions, 
aa^many^pf the defa^ulted. loans are approaching the age at, 
which.* the statute of limitations will prevent collection 
through legai action/^and payaenita to lenders,^ which will 
exceed collections by about $4d0 ^nillion by th^^nd of fiscal ' 
year 1977 r -represent potential losses jto the Government. 

Action ttiken includi^s significant improvement of Centra-l 
Of f ice guidelines for collection personnel^ .including the out- 
lining of circumstances justifying termination of collection 
action whenei^^r appropriate. Another positive indicator is 
the" awareness and concern by key Qehtral ^Office officials 
that aggressive positive- action must be taken to get ca^es 

?6ving th?ough^the collection system. Management r;ecogni«eai 
hat bettec management information^ is needed^ that first pri- . 
oritj/ sjust be ^ven to the ol<?ei: acrronnts, and that the ores- 
-^rttaflevel of collection effort must be -significantly in- 
ci^eased. , . ^ • 

It is not possible to determine how successful the ac- 
tit)n8 that ace being planned And t^aken will be — for example^ 
we anViq^pate that the administration of Hhe proposed contract 
for collection irssistance and the batde|tt of fo,llowing up and 
completing tjlje processing of -uncollects cases may create 
many challenges. to management- and collection perao/inel. 
How well such challenges are met will determine whether the 
total project is successful. ^ . V 

Certain additional policy changes or \ncre^ise3 in em- 
phasis ^ould help insure an effective collection program. 
Guidelin^es for coll'^ction personnel should H) require 
collectdrs to solicit financial statements from debtors who 
refuse or say that 'they are unable to pay/ (2) be revised * 
with respect to. compromise settlements to mOre fully confatm^ 
with the Joinjt Standartsr and (3) incline, procedures to fol- 
low when a debtor is a current or former Federal employee. 
Above all# there must be a concerted' effort to process indi- 
vidual cases to the point that they can be removed from the 
inventory^ whether through voluntary payment^ referral for 
legal action^ or termination. Clearly^ voluntary payment is 
the desirable alteraative^ b}^ if cases at/gnot refer.red for 
enforced^ collection or teetflnated when these actions are 



warrantdH, the .trend continue toward € -ec larger a;\d 
less manageable inventories. 



The. great disparity among the regional ''offices in 'the 
volume of referral^ for legal action under the project far . 
regional level referral to'O.S. attorneys compared with j^e- 
gional office inventories indicates that the potential exists 
for many more referrals by most of the regions. - We believe 
some regions have not given sufficient priority. to use. of 
this effective method of collection and thrat it is incuiabeat 
on the Central Office to take whatever action is necessary 
to get the Regions to refer Appropriate Cases fofe^egal ac- 
tiQn, One important reason for taking such action as that 
othejr debtors may be prompted to voluntarily pay their de- 
faulted student loans when it becomes apparent that the- 
Government is enforcing collection* * ^ 

If^ also believe that thwack of Central Office rtOnitor- 
ing of regional collection activities has conjtributed to the 
present conditions. Effective Central Office direction re- 
quires an^ awareness of the regional level performance and 
problems. 

RECOMMENDATIONS 

I _ ■ — 

We recommend that the S<^etary of^aEIV direct the Com- 
missioner of Education to efrectively process defaulted 
student. loans to th^ 'point of collection* referral for legal 
. action, or terminatit)n. ' As part of this effort* we recommend 
that: t . 

— If the planned contract is awarded, the contractor 
should be required to document unsuccessful efforts 
sufficiently to assist in determining whether to re- 
fer the defaulted loan for legal action or to termi- 
nate collection action. 

— Collection offices should be directed to request 
^ debtors to submit financial statements. 

— Guide}. ines l|p compromise settlements should be re-; 
vised to encourage, rather than discourage* the use 
of this collection technique. 

> 

— Guidelines should be developed for collection per- 
^sonr.el on procedures for collecting through offset 
or paryroll deduction when the individuals in default 
* are Federal employees or former Federal employees. 

"~ "-::-Th^ Central Off ice^ chpuld insutP tha^t eveiw regional 
collection staff effectively participates vi the 
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program for regional level referral of bhe defaulted 

loani to U.S. attorneys. 

* » • 

— jC^jya'tem sh'avldrbe establishied for monitoring ce^icmai 
, office collection aotivitsr. the system should prWide 
the information necessary to^ an iss , whether defaulted 
loans are processed to poDplVcion (collection, referral 
for Iwal aptlon, or termination) rather than returned 
to thr inventory/ including any defaulted' loan cases 
processed by a contractor. It shotild al«o provide 
( the information necessary to ^ssess the. adequacy of 
collection efforts in each region in light of exist- 
ing and anticipated inventories of ^defaulted loan$. 

HEW COHMENTS AND OUR)pVALUATIOK 

HEW commelnte^Tsee app/ I) that since inception of the 
Office of Guaranteed Student Loans' collectipji program, its 
resources have been woefully inadequate. Almost -300 »000 de- 
faulted Ifians are presently being serviced by i55 full-time 
and some temporary personnel. HEW said, however » th^t a 
viable computerised collection systea and a. planned contract 
with a private business qoncern for collection^ assistance 
will gradually eliminate theigt^acklog of uncollected defaults. 

HEW disagreed with our r^ecomaendation that guidelines 
should be revised to encourag^ the use df compromise. HEW 
stated that the authority to compromise indebtedness* must 
rest with supervisors trainee In^ collection and that un- 
skilled collectors might ^ake indiscriminate use' of the com- 
p^'omlse provision. However » OS's guidelines state that com- 
promise offers must originate with the borrower. pE*offi- 
cials in one regional office interpret those guidelines as 
prohibiting them from even discussinci compromise unless the • 
borrower bring^ up the possibility.^ Thefetore, we belirive 
this matter still needs to be clarified in OE*s guidelines. < 

We .fully agree that indoor iminate use pf compromise 
authority must be avoided; however r -this in no way^ is con- 
trary to our recommendation* ^Agencles were given compromise 
authority by the Federal Claims Cdllection Act to use as an. 
alternative to termination of collection efforts or referral 
(or legal action. Consequently, we believe it would be 
proper as a last resort effort to arrange voluntary pay- 
ment\ to advice debtora that the Government would^ consider 
a cotapromise 'Offer by tne debtor to repay the deok in a 
lump mufli pa^naent of less than the full amount of the debt. 

«We are not proposing that c olleptors advise debtors 
that tl^e Government would be willing ^6 settle the indebted- 
ness for a^specific amount. Inviting .compromise offers at 
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an appropriate point in the collection process may prompt 
a recalcitrant debtor to/ respond to demands for payment and 
lead to productive further rfl^otfltions. Whether such offers 
should b? accTepted by.thp Government would depend ozt their 
reasonableness in relation to th,e debtors' ability to pay pnd 
other factors identified in the Joint Standards. Indiscrimi- 
nate use o^ ^he comproijise authority should be avoided by 
moans of "internal directives governing the administrative 
levels at which compromise settlements muat be approved or 
rejected f but this concern should not serve to discourage 
solicitation of compromise offers at an appropriate point in 
the collection process. ' . • • 

HEW expressed general agreement wTEh our other recci- 
mendations. In response to the recprnmendation thjkt the pro- 
posed contractor should be required to document unsuccessful 
collection efforts su£f iciently ,to assist in .determining 
whether to refer the cases ,for legal action or to terminate 
collection action, HEW pointed out that it is planned that 
'the contracticnc will furnifshvCOllection worksheets and, recom- ^ 
mendations as to proper further action. In our view, the 
importance of , the contractor's performance and OB's monitor- 
ing and followup actions in this area cahnot be Overestimated. 
If there is no indication of the debtor's ability to payir 
for. example r OE will have difficulty det^ermining, disposition 
of the cases. If, as in the pastr the Uncollected- c.ases^are » 
returned to the inventory, OE will continue to have a seri- 
ous problem in coping with .huge backlogs of defaulted loans 
that require further attention and impede an efficient and 
effective collection program. *' ^ 



CHAPTER 4 

, ' ' SCOPE OF REVIEW * ^ 

This review wasimade.to evaluate OE's collection 
procedures and operations for defaulted loan^ that were fed- 
erally insured under the gu^r^iiteed student loan program* 
The^eview was conducted primarily at OE's Central Office in 
Washing^tonr D.C.^ and. its regional offices in Boston^ Ch-i- 
cago, and San Francisco, with limited ficJd work at^HBW^^s 
seven other regional offices^ ^ 

To determine how OE was admindstecing the guaranteed 
student loan program, we reviewed applicable legislation, 
congressional hearings, ^mplement^ing regula.tions, OS pol- 
icies, operating procedures, controls over defaulted student 
loan claims, and monitoring^and 'evaluation methods. 

In cooper aton with OE and the Department of Justice we 
helped implement a pilot program in HEW's 'iZhicago and San . 
Francisco Regibns to expedite the referral of uncollectible 
student -loan claims to Justice for legal action. O71 the 
basis of the favorable insults from the pilot prograai, the 
referral project was expanded to the eight other reg5onal 
offices^. - • " 

Our field work started in June 1975 and is continuing 
in the regional offices that have not been authorized to 
refer claims. dijectly t6 iustj.ce* * * 
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APPENDIX I- ^ APPENDIX t 

' DEPARTMENT Of "HEAJLTH. EOUCiXION. AND WELFARE 

OFFICE or THE S£CR£T. .1Y r ^ 

WMkSMlNOTOil D C aOOM 

* 

. JON 17 1977 



Mr. Gregory J. Ahaxt . >w % 

Director' ' 
^ Bmn Resources Division 
Onited StAtec General 

Accotntirg Office 
MishiAgton, D.C. 20S48 

Dear Mr. Ahart: 



rhm Secretary asked that X respond to your request for bor cot^nts 
on your draf.t report enUt:led, "CoUection Efforts are Hot Keeping 
Pace with the Growing Inventory ofc Defaultad Student iMnm^" the 
enclosed coMenti represent th* tentative position of the Departaent 
and are subject to reeivaXuati ^n when the fijjal version of this report 
ia feceive^. 



We appreciate the <^jportunity to cGssent on this draft report before 
its publication. 

* , Sincerely yours. 



TlxsM* D. Morris 
Inspector General 
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Cc— tof of tbrf Deparfcnt ot^gtlth. Education, and Welfare on the Gimrtl ^' 
Accouatlm Office Dr^tft of Proposed Report Egtltled "Collectio n Efforttt «c 
Hot Keeping Face yith th^ Crovioa Invencory of Dfeiaulted Student Loaay >" 

OVEgVIEW 

Since tde inception of the Office of Guaranteed Student Loatts collection ^ , 
proiroBt reaourcea have peen woefully inadequate. Preaently,. al»osC 3O(7»0OO 
defaulted loana are baing aerviccd by 155 full*tiaa aod^aooe tesporary ^rsonoal 
¥hia averagea aligbtly over 1200 defaulta per parson. Thia» compared to a 
ceaMrcial collection progrea, repreaenta three tisea the average workload 
par paraoa. The 1976 A—ndaanta to the Hlgbar Education A' t authorised the 
CoaMiaaionar of Education to contract with a private buait :8a concern for 
aMiatanca in collecting chaaa defaulted loana. ' A r%quaat for propoaal to 
o^ain aucff a contract ia preacntly ia.tha Offica of Education, Grant and 
ProcuraMttt KanagMaat DiviaioA*^ Va aatidpata pobliahing the request for 
propoaal in tha dilrd quarter of Tl 1977. With auch' aaaiataaca and a Viable 
coBputariaad eollactiona ayatea, tha Offica of Goaraotead Studc-r^. Loans- (6CSL} 
vlH gradually aliainatr tha backlog of uacollactad defaulta. 

Tha regulationa (Joint Stihdatda) l»pltMnting the Federal ClaXv Collection 
Act of 1966 provides that agenciea have an a|greaaiva collection -prograii and 
take adainiatrative action* vhen appropriata, to terainata. collection efforta * < 
or refer the defaulted lo^ns to G*0 pr the E>€7frt!P*nt of Justice ^or further 
collection action. The Offica of Education'a collection procadurea era con- . 
aiatent vith the Federal ClaitM CollecUon Act of 1966. Title XV, Part B of 
the Higher Educatim Act of l965, aa lendrtt, f pacifically provides for; tha' 
collection by tha* Offica of Education of Federal Inaurad Student Lmus on vh.ch 
it kis paid defaglt claiaa. ^ 

CAD RECOHW Ea P iW OW 

« 

Wa racoaaand that tha Secretary of Health. Education, and Welfare direct rhe 
Coaaiaaionar of Bducatlda ta aatebUah tha capabiUtv to affectively proceaa 
defaulted atudent loaa» to tha point of collection, referral for legkl action 
or tarminatiog. Hora apdcif icallv. GAP recoawaada tiiat ; > 
->Xf the plennad" contract is awarded, tha contractor be raquirad to docqsant ^^ 
tmauccaaaful af forta t^ auf f icitntly aaaiat in datananlRg vhatha» to raf eir 
tha defaulted loana for laaal action or to tar^inata collection action . 

pEFAKPinfr^s ooMwsaT . ^ \ 

» *» ' - r 

Va concur. - Tha lequeat for Propoaal aa preaafttljr vrlttatt Fontaine tha ' 
folloving language;" '"The returned collection vorkahaeta ahould include 
a^cific iVnii^eiidettuu aa to tha proper action that tha Office of tducation 
(OB) ahould take on thoaa dabra considered to be non-collectible, aueh as a 
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cmrprottitft of tht dtli;t, vrit»-off of th« d^bt, e&t«^ acticm' tfAiut 

thft^ft^cor. or Hiqr ochor approprlAts Acclon thAC 05 should t«Ke« Th« 

f€cpbini»d action suae bo docuMmCod to ^o (*Jit« sliotft In ^o conelto, ^ . ' ^ 

supporc^Ablo Mnnor so chac 02 uy c«ko cbo r tc o— <nd od action proapelj.** < "r7 

CAP KM6»gNPATI0K . ' 

■' -rtflectiona officea be diroccod to roQueat d^toro to oubiBlt financial ^' 
atatc— nta > ' • • - - " ^ / 

DEPAJtTMEHT'S COMHafT ^ 

Wa concur. Moat isf our re^onal of f Icaa are nov requiring debtees to subalT k_ y 

financial atate^cnta aftar tha flrat contact la vatta. Ve vlll IteiW Inatruc* 
^ tlooa to all region* to take thla action. 

GAP KECOHMEWDATIOM * ' < ' 

Culdellnea on coaprowiaa aettlcaianta ba revlacd to eoeotga^e> rather than 

dlacoura&e, the uae of thla collection tecbalguc . »^ \^ 

DEFAHTMSMT'S COWffiNT > • - , 

tfa do not concur. Culdellnai for coapmlaing lod^tedneaa hava baao pr^ 

Bul.'^ated to aXVof our reglonaL,fl^lcaa» and va do not consider jtheaa aa . 

dlacourag^ tba uae of^^HUa collection technique. ' In, a large and gfoviat ' ^ 

collection 'pjrogr«n» tba risk of coXIactora'Mklng IndUcrlBlnafa use of the 

coaproKlae provlaiona la real. Many of our collectors have had little oriiio ^ ^ , 

CO— i.rcial oollection experience. , Turnover of peraonn^ in our collectlooa' 

^ plrogrM la relatively^gh. Tberatore* the authority to co^prWse Indebted- 
n^jsa nkiat be liaited *e« thoae aupervla^ra vfao ^e trained in colUctiona. The 
guldelinea atate in part; •^e ofCer to goaproAlae for Xeaa than full aaount J ^ 

, of principal and intereat.owed ahould iln virtoally ever^. case ori|lnate vlth 

the borrover. The Office of Cuaraateed Student Loans ahould never offer ^ 
cc^roniae without aubat£ntial Juatlflcatloa:* Me in^entd this to insure the * ^ 
latelligedt uae of cospiibadse M « collection technique. IndUcri^nate oftera 
coaiproalae by untrained collections peraonnel cotdd ultimately disifllah 

/tObatantlally 0E*8 ability to collect the debt to preaent it for litigation. 

PAD KECOMMENPATIOB . * . 

— Cruidelines be developed for collectlena persoigiel on procedures for collecting • * 

through offset or payroll deduction vhen the individuals in default are Federal 

enployees or foraer Federal eaployees ., . 
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DEFABIHgHT* S COmSgtff . * ^ 

Collect loM frcMi < Federal ecployee hy offset or payroll deduct ioa its 
pot permitted without the eo^loyee*e epproval. The Ofiice of Education^ 
vill prepare procedbtea, for uae by Its collection -persotmcly re^rding 
guidelines f or obtelaing this approval l^rom the ^Federal "eeploy^* The i 
Office of Education vould like to m% the services ol the Federal ei^>loyer ^ 
ift essiating in thia effort. Ue vould like ro point out that the Privacy 
Act iaybeee lisdtai^ns on the disclosure to smployera (including Federal 
eaployers) of'^fSe fact that an eaployee^a Icfftn is in default* but does not • 
prohibit direct contact by OE vUb 'the employee whose Joan i^ In def ault^^ 
In addition to preparing guidelines for eeplo>ee-approved payroll deduction 
activities* the Office of Education is currently revising its routine use^ 
for the CSLF record systeae to perodt disclosure of certain loaa statue 
infonMtion to^any eaployer. 

CAP ggCOMMEHDAtlOU _ «dv . ' ^ ' 

~The central office ensnrec 'every reRioaU collection staff effectively 
participates in the prbgrA for regional level referral of the defaulted * * 
loana to the U.S, Attorney , • 

f . ^ - y ^, , * > . 

DEPARTMENT *S toAffiMT 

' ' ^ '" « ' ' ^ " • 

Ms concur. All regional of fjfces have estal^i&had the required liaison vich^ 
U^S. Attorneys and litigation requests are increasing.*^ Since the isiceptioo 
of the program for regional referral of uncollectible tNit litigable defaulce 
directly to the U. S. Attorneys, the number ^ .le.«ii^han 100 in 1975/7% has 
risen to- 697 throu^ March 1977. tegl'«s are required to submit regular ^ . 
monthly reports of this acCifvity and these ^ reports are' reviewed by the , , 
DiTision of Operational Support. If activity sledeens, the region is V 
coatscted to determiM the reaaons. « 

CAD KECOMMEWMgtOII , * * , 

— ^A system be established for monitoring resionai of fic^ collefcileri ecjtivity^ 

^ « ' ~ ^ ^ ' ul ^^ - 



The system should be capable of assessing whether defaul 



processei * »^ '*flp* letion «<gollectioit, referral, fox legal A<; tion> or ^ . 
termination) rlther than returned to the inventory,' Licluiing any <SfaAlted 



loans are . 



loea cases processed by e contractor. It should also prij^de the inforemtiiap 
becessary to assess ,the awquacy of collection efforts jit efcch* region, in - 
light. of existing and anticipated inventories of defeulted- loans . 

PEPAKTHEMT^S U ?gffiHT ' ^ . / ^ • . ^ 

^ J ^ V 

Ve concur. - The program has designed and is developing an integrated 'manage^ 
msat system to, monitor regional off Ice collection activities.. Apportion of 
this system known as the CUCOL Data MSnagsment File has been develop%^and 
is currently in s state of verification of collection receipts, the tnal 
bklsnce program will shortly becomt^ operstlonal within the CLAOOL Syatem. 
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GAP REPORTS RELATING TO GUARA>iTeED 
■ STUDENT LOAW- PROGRAM 
y^le Reference 



Examination of Financial 
Statements offefie Student 
'Loan Insurance Fund^ Fiscal 
Year 1968 



B-164031{i) 



Date 
Dec. 10, 1969 



Ulf4^ Apr: 12^.1971 



8-^17604(7) 



Dec.^3^ 1971 



V 



Opportuiilly to Reducje Pediaral 8-164,031(1)' Apr. 20f 1970 
Interest Costihby Changing t ^ 

Loan DjLsbutselInt Procedures ^ 
Under the Guaranteed St^pdent 
Loan Program s • ^' ' • 
, 'X ' 

, Bxamj.nlition_ of Finaacial / 
^^tements of the Student ' 
'Loan ^Insurance Pundr Fiscal 
Year 1969 . ^ ' . ' 

^ ^ : ^ • 

Office of Education -Should ' 
Improve Procedures Recover 
^DcfaulVId loans. JJnclar th^ 
Guaranteed StudenJ: Loan ^ 
^ ^ifo^ram ' 

Bxafiiination Financial 
Statements of t;he Student 
LoanHinsuranca^^ndr Fiscal 
Year 197tt* f 

>^ ^ ' • 

Heed f 6c Improved Coord ina-. 
^ion of. Fede^i^lly Assisted 

St^dent Aid Programs in -Instil 
, £utrion8 of .Bi^het Education 

Improvements Needed in Admin- 
istjration of ttie Guaranteed 
Stfdent Loan Program 

Ej^kiAion^ bf^Fihanpial 
StUelents of the Student - 
Loan.*In8iara9ce FunSr Fiscal 
Yeajs 1971 and if 72 ^ 



B-164a31(l) Ja^. 12, 1972 



8-164031(1) 



8-164031(1) 



8-164031(1) 



^Aag. '2,jl972* 



Mar.. 30, 1973 



^June. 8r* 1973 



APPENDIX II 



Title 



Administration of the Office 
of Edutafipn*s Student JP^nan- 
cial Aid Progcac . • * 

Examination of Financial 
Statements pf Student Loan 
Insurance ''und^ Fiscal Year 
1973 

Examination of Financial * 
Statements of Student loan 
^Insurance Fu|id# Fiscal Year 
1974^ \ 

Exa*ination of Financial 
Operations for Fiscal Year^ 
1975 Shows Need^or^ Improve- 
ments in the GuP^nteed 
Student Loan Program ^ 

study of Bankruptry Involving 
the Guaranteed Stua^nt Loan 
Program (two letter reports) 



Reference 
B-164031(l) 



APPENDIX II 
Date 
Apr. 4,' 1974 



B-l64031(li Sept. 11, 1974 



, B-164031(l) Feb. 12; 1975 



8-164031(1) 





.4031(1) 



Apr. k5, 1977 



. 0 



^ 
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PRINCIPAL HEW !!IPICIALS RESPONSIBLE FOR ADMINISTERING 
ACTIVITIES DIStUSSED IN THIS REPORT ' 



SECRETARY OP HEALTH, EDUCATION, AND 
WELFARE: . , 

Joseph Califano 
David M^. thews 
Caspar W. WexTkberger 
Prank C.'Carlucci:(acting) 
Elliot L. Rioiiar^son ^ 

ASSISTANT SECRETARY FOR EDUCATION: 
Nary Berry 
Virginia Y. Trotter 
Charles B. Saund^ts, J^.^ 

(acting) " . 

Sidney P. Narland, Jr. ^ 

COMMISSIONER OF EbUCA^ibN: 
Ernest L. Beyer ^ 
Edward Aguirre ' ^ 
William F. Pierce (acjting) \ 
Tercel H. Bell; ^ / 

John R. Ottina 
John R. Ottina (acting) 
Sidney P. Mar land # Jr. > ^ 

Terrel H. Bell Casting) 



Tenure of 
TToi ^ 



office r 
To~ 



Jan. 1,977 
Aug. 1975 
Feb. 1973 
Jan. 1973 
June 1970 



Jan. 1977 
June 1974 

Nov. 1973 
Nov. 1972 

' . Jan. 19%1 
Oct. M76 
'Aug. 197€ 
. Jjine 1974 
Aug. 197=5 
«bv: 1972 
« Bec^l970 
JunSl970 



Present 
Jan. 1977 
Aug. 1975 
PeUv 191? 
Jan.. IS 73 



Pr«sent 
Jar*. 1977 

J'une 1974 
Novw 1973 



Present 
Jan. 1977 
Oct. 1976, 
Aug. 1976 
Jun? 1974 
Aug. 1973 
Nov. 1972 
Dec 1970 
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